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PRINCE OF WALES COMMUNITY ADVISORY COUNCIL 
~~ 

Ch8dr~t~t1:  B d l i n 5 ,  C r a i g  PO BOX 725 
V i c e  chairman; C r a i g  Tumplin, whale pass C r a i g ,  AK 99921 
Secretary/ ( 9 0 7 )  826 -3175  
TrCAlutOr: Eileen Scheldt, Thome Bay ( 9 0 7 )  828-3380 

FAX: ( 9 0 7 )  826-3278 

February 6,2003 

Mr. Kevin Waring 
Chair, Local Boundary Commission 
550 West Seventh Avc 
Suite 1770 
Anchorage, AK 99501 

DearMr. Waring: 

The membership of the Princc of Wales Community Advisory Council (POWCAC) has 
reviewed Chapter Three of the Public Review Draft of the LBC’s Review of the 
Unorganized Borough. POWCAC offers the following comments on the portions of the 
draft detailing economic capacity and population sizc and stability. 

Economic Capacity 
Section B of Chapter 3 details the economic capacity of the eight model. borough mas. 
POWCAC believes Section B misrepresents revenues available locally, and fails to 
account for significant changes that may impact existing muaicipalities should Prime of  
Walcs (POW) Island form a borough government. 

While, as thc study states on pagc 9, four ofthe last fivc borough govanmcnts formed do 
not levy a prop* tax, it is also true that all boroughs in Southeast Alaska do levy such 
tax-. The four newest boroughs that do not levy property taxcs generate income fiom 
excise taxes on uniquely valuable rmwcts not availablc to the POW model borough. 
Northwest Arctic Borough (Red Dog Mine), D d i  Borough (Usibelli Coal Mine), Lake 
and Peninsula Borough (Bristol Bay fisheries), and Aleutians East Borough (Bristol Bay 
fisheries) all levy resource taxes on ~ ~ o u r c c s  that occur in volumes and with the dollar 
values found locally. The proportion of resource values to the population served in these 
four arm docs not exist in the unorganized area in Southeast Alaska. Givcn the severe 
impacts to the Bristol Bay fisheries in recent years, and the loss of borough revenue that 
resulted, it seems unlikely that the Lake and Peninsula Borough and Aleutians East 
Borough would have organized as boroughs today. 

POW faEes similar economic impacts from its own resource industries. Prices fbr 
commcrcially caught fish haw been depressed far several years. h September of last 
year the Southeast Conf&mce o f  Mayors voted unanimously to ask Gov. Knowles to 
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declare a economic disastcr due to chronically low prices for salmon. Since then, Ward 
Cove Packing, the single largest fish buyer and processor in Alaska, announced the 
pennancnt end to their activities in most Alaska fishcries. and the sale of all their Alaska 
properties. Likewise, significant losses to the timbw industry since 1994 clhinate it as a 
source for direct Eax revenues to my potential borough govhament. 

Subpart (b) of Part 4 of Section B details several statc and f d d  aid programs available 
to the eight model borough arcas under study. The report does not, however, account for 
the funding that communities in the unorganized borough currently receive fkom these 
programs, and how that funding wiIl change with the establishment of a borough. If it is 
appropriate to summarjze the rcvmue sourccs resulting h m  the estabIihent of a POW 
Borough fiom these aid programs, it i s  also appropriate to estimate the rcvcnue losses to 
communities within any subsequent POW Borough. It is M e r  necessary to determine 
thc impact that the estimated funding loss will have on cach community in the borough. 

In the case of the cities of Craig, Hydaburg, Klawock, “home Bay and Coffman Cove, 
for example, National Forest Receipts funding that is not earmarked for education 
currently totals approximately $270,000 per year. Loss ofthis revenue source is 
obviously significant to these small communities, all of which have general fund budgets 
of less than $2 million, yet the study fails completely to Rddrtss this important impact. 
These cities can expect fhnding losses fiom othcr programs h m  which they cufzently 
receive bdng should a POW Borough form, For POW and the other sevcn arcas under 
study, a complete analysis of what will change with regard to thcsc h d h g  ptograms is 
an essential part of the rwitw and must be includcd in the study. 

Similarly, while the study claims 8 municipal land mtitlement is due to newly formed 
bomughs, therc is no detail regatding the extcnt of vacant, unreserved, and 
Unappropriated state lands in the eight model boroughs under review. Tf, as the study 
states, municipal. entitlement lands may be sold to generak fcvenues for a ncw borough, 
thc extent to which a model borough can reasonably rely on this revenuc source requires 
at least Some invmtory of potential entitlement proparties in each borough. 

At page 98, undcr the heading “Geographical siimilarities” (subpart (g)(xii)), Chapter 
Three incomotly states “ft]hc communities within the Prince of Wales Model Borough 
boundaries share attributes. Hatchah in all communities provide for jobs and hclp 
stabilize the fishing ~c~x~orny.’’ Thm is only om hatchery on Prince of Wales IsIand. It 
is located on thc Klawock River, near the City of Klawock. Communities h m  across the 
island do not share in hatchcry employment. The hatchery, which is operated by a private 
non-profit foundation (and not the State of Alaska, as reported in Chapter T h e )  has four 
full time mployecs. Four other part time workers arc h k d  seasonally. Employees 
reside in the Craig/Klawock mea. Because hatcherics do not occur in all communities on 
POW, subpart (g)(xii) does not adquately address geographical similarity criteria. 

Also missing is an analysis of the amount of funding each borough can Gxpcct h m  the 
rcv~nllc sources identified in subpart (b). Thc study fiquently lists the aggregate amount 
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avaiIable statewide from each sowcc, but makes no effort to d e t m h c  what each of the 
eight arcas under review might receivc. An individual analysis of retrenucs wch model 
bomugh might expect to receive i s  needed to fairly estimate borough revenue. For 
a m p l e ,  while National Forest Rcceipts (NIFR) payments to communities in the Tongass 
National Forest currently total approximately $9 million, onty $7.6 million of that amount 
i s  earmarked for education. Further, the study does not takc note of the fact that the NFR 
program is operating on a temporary s q  lxct basis. C u m t  NFR payments are not 
based upon actual revenues h m  the forest, as they were until 2000, but on a guaranteed 
payment amount scheduled to sunset in 2006. IfNFR payments to com~ties were 
based on actual receipts h r n  the fbrest, thm the State o f  Alaska and the 25 eligible 
communities in thc Tongass would have split only about $821,000 among them in 2002, 
with about 40 percant of that amount going to organized boroughs in Southcast Alaska. 
Chapter Thrcc cannot be considcrcd complete without a fill accounting of the NFR and 
other funding programs. 

The lack of a thorough, detailed analysis of revenues availablc to the eight model 
boroughs in the study, and the impacts to existing communities within thosc model 
boroughs, does not support the conclusion on page 5 1 of Chapter Three, that each of thc 
eight mas under review has the financial resources capable ofpmviding borough 
services. 

Finally, regardless of how it is analyzed, the Prince of Wales area is far too economically 
impacted to cffcctivcly support a borough govenuncnt. Thc arca is in the bottom quarter 
of  per capita household income (pp.49), bottom third of per capita income (LBC 
Composite Ranking Workshcct), bottom quarter of median household income &BC 
Composite Ranking Worksheet), bottom quarter of estimated average household income 
( p S O ) ,  the bottom half of Adults not Working @. 25), bottom balfofvnemploymmt 
(p.24) with seasonal highs in excws of 20%, and bottom half of pctccnt povcrty (LBC 
Composite Ranking Worksheet). Surely the LBC would agree that the forced application 
ofborough government here is not the solution to these economic problems. 

Population Size and Stability 
The report concluds that the POW model borough has a population stable enough to 
support borough government. But the report gives an incomplete prafile of the local 
population. 

Thc report states that POW population dropped 2.5% between 1990 and 2000. 
While that may be true, it is also true that the island’s population continua to fall. 
The 2002 population estimate fiom the Alaska Department of Community and 
Economic Dwelopment (DCED) shows continuing declines in the area’s 
population. Population changes since 1990, as provided by the WED, arc shown 
below. 
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The island’s population changed significantly during the dccade, with a more than 
20 percent fall h r n  the 1997 high. Just since the decennial census, the island’s 
papulation has dropped by ten percent. That drop is part of a persistcnt and 
wonisome trend that began in 1998, and has led to the departure of nearly 1,000 
rcsidents. POWCAC fails to see how such changes in popul&on can be 
characterized as stable, even in the context of supporting borough govmment. 
While POWCAC does not believe the Island’s population will not drop below the 
1,OOO pcrson presumptive minimum, the proportional declines are si@ficant 
enough in degrcc and duration to adversely affect a potential borough level 
government. 

Focus of Debate 
It is cofnmox~ knowledge that hding for schools, specifically REAA funding, is 
the driving force bcbhd the legislation that authorized the unorgankd borough 
study. All parties to this issue are bctter served by focusing on REM funding, 
rather than thc larger issue of borough fixmation. While boroughs am one way to 
compel local contribution to schools, there are other solutions that do not also 
create a host of new problems for rural communities forced into organkd 
boroughs- 

At the January 28,2003 POWCAC m d n g  in Thorne Bay, much of the discussion 
c c n t d  around the REM funding issue. It is clear from that m&g that residents of 
the island are Willing to discuss thc mdts of REAA school funding on its o m  terms. 
Such a dialog allows thc lcgislatme to work collaborativefy with area residents on a 
change to school h d i n g  without imposing an ill-fitting regional govement mtiQ on 
Prince of Wales Island. 

Providing fbr local funding of REAA schools &om the cornunitits they scrve is 
certainly the most narrowly tailored possible solution. POWCAC wgcs the LBC 
to address this a l t w t i v e  in its report to the legislature. 




